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Re: Supplement to Notice of Ex Parte Communication
Broadband PCS C and F Block Installment
Payment Restructuringj WT Docket No. 97-82

Dear Mr. Caton:

On behalf of NextWave Telecom, Inc. ("NextWave"), this is to
supplement the notice of ex parte communication which we submitted
on July 3, 1997, with respect to the referenced docket by including
a copy of the Overview of Telecommunications Financing
Considerations Report prepared by BT Wolfensohn. The July 3, 1997
ex parte notice referenced a meeting held on July I, 1997 between
Thomas Gutierrez, Janice Obuchowski, Richard Bushnell, and Howard
Sanders, all representing NextWave, and Rudy Baca, Esquire, of
Commissioner Quello's office. At that meeting argument was
presented consistent with NextWave's argument in its Comments filed
in the captioned proceeding on June 23, 1997, with particular
emphasis on the responsive financial report prepared by BT
Wolfensohn attached as Appendix A to NextWave's Comments. This
supplement merely provides the excerpts from that report which were
discussed during that meeting.

Kindly contact the undersigned, should you or your staff have
any questions in regard to this matter.

Very truly yours,

7Lfttvg--
Thomas Gutierrez

TG:cms
cc: Rudy Baca, Esquire
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NextWave Telecom Inc.

Excerpts from

Overview of Telecommunications Flnanc'ng ConsideratIons

June 1997
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• Telecom start·upsrequlre enormous Investments to fund the development of network Infrastructure and operating
losses.

·~l~~~i~~tr::~,~',~~~ft~l~:~,:t~~'~~ltt·}~r~=~~.m~t~'j~1Y1~9,. ~~mr~!r!~;~ntl:~~:i.~:~~r~,'~:,.

Although a variety of potential sources of financIng are available, access to capital is one of the biggest challenges
facing most telecom projects.

•

Key Concluslons from Prior Telecom Flnanclngs
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•

Providers of capital to telecom start-ups recognize the Inherent long-term nature In these projects and are often
willing to provide equUy or interest-deferred debt.

During the start-up and build-out phases of telecom ventures, the availability of venture capital to fund the project
is highly variable and may depend heav~ly on industry and financial markets conditions.

Vendor financing 16 an important source of capital during the start-up and build·out phases. It, however, can be
difficult to seoure'wtthout clearly demonstrating a vlab\ebuslness model and prlor financing.

Telecom start·ups must constantly revise their financing strategy and may often renegotiate terms of outstanding
Instruments as their business p'ans change and to respond to volatile market conditions.
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• The FCC can res'ructure the C-block debt In a manner that should ass.st C·block licensees In obtaining financing
to enabte the licensees to bultd out their networks.

(a) Detailed case sludles fOT Mel Communications, McCaw Cellular, Nsxlel CommunIcations and Omnlpolnt are prOVided on pages 7-21 of lhls presenla\lon.
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Financial Ufe-Cvcle of Telecom Ventures
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- Completed networK
• Maintenance capax
• Broad service ofterlng
• Free cash flow
• Eventual profitability

• Continued network build-
out

• Expanded servlce offering
• Substantial revenues
• Limited, possibly negative

cash flow

• Heavy investment In
network design and
construction

• limited service offering
- Minimal, Uany, revenues

~~ftiii*$~:~tiH!~·p;;Wtf~AAt.¥\lf~} lli·f.~{~~~~~ft~YJ·Bti~ ~:.otit .,,~;:,~';!,~!~~J~~' 'ii~ii~~li\rr~tfd~>~:';~n::;,~~';~i,';:

rTi'~c'~mTYilm!f~!~~~!V!li!\tif.·I,~,~trricfph'a~;.:;§ft~,;veiop~et'~'1wtitivary(ng:,~~\j.'~:~fa~ces8'tor~'Hanc'rig~.

Phase

Operational
Characteristics

Financing Need

Financing Sources

Key DrIver. of
Access to Financing

• Very High I- High I- Umited, except for
acquisitions

....
• Financial/strategic • Financial/strategic equlty • Bank loans 0..

equity Investors Investors • Public markets tv
I»

- Vendor financing • Vendor financing tv
w• Mezzanine • Mezzanine ,/:>

• Public markets (primarily Public markets -J• tv
equity) • Bank loans CD

tv
t,)

• Availability of venture • Business model execution • Earnings/revenue trends
capital - Customer acceptance • long-term strategy

• Market senUment • Revenue trends - Industry outlook

- Business modet • CompetlUve position
• Project timetable • Financial market trends
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Capital Access

[D!bl ~~~ eq~~tY1~~p't~t,forJeleCotn,ve.,t~re~ "ascofls!~tElrtlv follo\Ve~ t~~ ava!'ab~"ltyou'lfned below. '.' , .'....... :t
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Jl!J21 • Available, but diflloult to • Available to co~anles that • Limited, usually not
Vendor obtain. have estabJishe a viable avai\able on attractive

business model during economic terms. Generally
start-up. not used by mature

businesses.

Bank • Not available due to 'ack of • Available to companies with • Available.
cash flow and tangible substantial cash flow.
assets.

Public • Generally flot available due • Heavily dependent on • Available.
to lack o. operating history market sentiment toward
and tangible assets. industry conditions,

operating progress and
market trends.

~ • Usually the first to • Generally not utilized by • Limited and usually not
Private ~ Financia' ~articipate In nascent companies that have been economic if build-out phase

echnologies. Annual successful in the start~up was successful.
returns exceeding 40% are phase.
sought.

Private· Strategic • Generally Invest at high&f • limited, heavUy der,enctent • limited and usually not
valuation )evels than on competitivelOS Uon of economic If bulld~oul phase
f1nanclal investors. Long- the venture an Investor. was successful.
term competitive advantage
Is the general rationale.

Public • Heavily dependent on • Heavily dependent on • AvaUable but subject to
market sentiment .oward market sentiment toward industry condlt/ons and
technology, business Indushy conditions, market trends.
prospects and markel operating progress and
trends. market trends.
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Deterred Interest Instruments(a)
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Amount
J$ In mml. Non-Cash Perlo~ Description

$250,0 4.5 years 11.95% Convertible Senior Dlscoul"lt Deben\ures

Selected Issuer.

McCaw Cellular

'ntercel

'ssue Date

June 1906

February 1996
March .996
March 1997

360.0
150.0
45.0

~xears

NA

12% Senior Discount notes due 2006
Convertible Preferred StocK
Convertible Preferred Stock
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Centenn'al 1992 126.0 No required
dividends tor ~
years

Mandatory redemption 10 2001. 1.5% Cumulative
Preferred Stock
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Dividend Payable In 6.5% Conver1lble Preterred Equivalent Ob\lgatlons
Common Stock

Nexte' CommunlcaUona August 1993 525.9
FebruftlY 1994 1,126,4

Clearnet ~mmunJcationa December 1995 367.0
February 1991 353.0

Globalatar '. March 1996 300,0

Omnlpolnt 1996 382.6

5,5 years
5.5 years

6 years
2 years

2 years

11 .50% Senior Discount notes due 2003
9.75% Senior Discount noles due 2004

Senior Discount notes due 2005
Vendor financing

Credit facUity with Northern Telecom which Includes a
portion due June 1997 that can be used for working
capital purposes Including Interest payments on 'he
facility.
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Aerlat CommunIcationa

Sprint Spectrum

November 1996

August 1996

226,2 Until maturity

500.0 5 years

Zero-coupon notes due 2006.

Senior Discount notes due 2006
"D
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(a) Ta\(tn hom public documents.
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Special Considerations for C..B'ock Companies
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Higher FinancIng Hurdle Due to License Debt

• The NB~block auction participants consisted primarny of large, welf-capitalized companies with slgniflcant Internal
resources to fund license acquisition costs. .

More Challenging COmpetltlve Environment

• Furthermore, as the latest entrants in the wireless telecem sector, the C-block licensees face a higher degree of
competition than cellular or paging companies experIenced, often in the form of well-entrenched and wel'~
capitalized Incumbents.

•

•

•

The FCC has a long hIstory of creating new telecommunications industrfes such as lonQ dIstance, competitive local
exchange, cellular, paging and pes; and encouraging competition among industry participants.

However. previous new Industries did not begin life with large debts to the government. tn particular t cellular
companies were awarded free spectrum and did not Incur the same magnitude of acquisition costs as the C·block
licensees. .'. .

Hence, the C-l>lock Jlcensees are the t1rst major new telecom ventures created by the FCC to face the challenge of
funding both license cos's and oetwon< build-out.
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• The higher level of compeUtloo exists In the marl<etp'aoe bo1h for customers and sources of flnanclng.

•

.,

This challenging competitive environment Is further hindered by the challenging financial environment of the
months since Uie o'osa of the C-block auction.
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Equity Performance of pes Companies
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Wireless stocks substantially outperformed the broader market prior to and during the C-block auction process.
Licensees generally viewed the market sentiment as an indicator of available financing.

SUbsequent to the closing of the auctlon, wireless stocks lost approximately one-third of their value adversely
Impacting the financing plans of the C Block licensees.

SUbsequent 0, E, F auctions, provided much lower valuations per pop, further reducing the market's receptivlty to
the C·block licensees.

•

•

•
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WEEKLY: Jun,10, 1994· Jun, fi, 1997

(a) Aerial. Inlaroe'. Omnlpolnt and Westem Wireless. Loo!dng forward Ihese companIes will deJ1v& Ihe larger part of their revenues from
pes technology.
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High Yield Performance of PCS Companies

HIGH YIELD MARKET INDEX vs. WIRELESS INDEX
Jndexed to JUDe 7,1996
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Wireless Index (9.)-

Hlgh-Vield Index-
Fed Increases
Interest rates.........................................

NextWave, GWI
and pes 2000

receive licenses.
MajorIty ot C·b1ock

Is licensed.
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Value of the C..Block
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FCC Obligation RestructurIng Alternatives

'~:MfI~8~i\iIf~~r~~~\ut~:lc~~g'~mW;U"~!~,~lmW:tl~~~~~1~i'~,1~!~;W~~',l~m~j~~~Y~~~!~~;;;''
Summary Terms of Restructuring Alternatives

Status Quo Option A Option B

Prlnoipal None Principal None Principal None
Forgiveness: Forgiveness: Forgiveness:

Interest Rate: 6.5% (oash pay Interest Rate: 6.5% (annually) Interest Rate: 0% for Years 1·
quarterly) 3; 6.5%

therearter
(annually)

PlK 'nterest None PIK Interest Years 1-8 PIK Interes' Years 1-7
Period: Period: Period:

Interest Only: Years 1-6 Interest Only: Years 9·19 Interest Only: Years 8-14

Principal Years 7·10 Prlnc~al Year 20 (bullet) prlnc~al Year 15 lbunet)
Amortization: (QUal1erlr Arno lzallon: Amo IzaUon:

amortiza ion)
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Status Quo Opt1on A OptIon B.
PV of C-block Debt $2,784 millIon ?V of C·block $1.425 mUllon PV of C·block $1,431 million
@ 14% Debt @ 14% Debt @ 14%

Va'ue as a %of 65% Value as a % 33% Value as a % 34%
Face of Face of Face

PV of C-block Debt $4,269 million PV o. C·block $4,269 mUllon PV of C·bloc\< $3,534 million
@6.5% Debt @ 6.5% Debt @ 6.5%

Value 88 B %of 100% Valu6 as a % 100% Va'ue as a % 83%
Face of Face of Face

Tolal PVof FCC "$26.68 Total PVo' C-block $13.76 Tolal PV of C·block $13,81
Debt @ 14%tar FCC Debt @ 14% FCC Debt @ 14%
Adjusted PO per Adjusted POP per Adjusted POP

PV of F-block Debt $64.1mil1ion PV of F-block Debt $64.1mil1lon
@ 14% @ 14%

Total PV of FCC $1 ,489 million Total PV of FCC $1,495 million
Debt @ 14% Debt @ 14%

Total PV of FCC $10.91 Total PVof FCC $10.95
Debt @ 14%tar Debt @ 14%ter
Adjusted PO Adjusted PO

FCC ObUgation Restructuring Alternatives
(continued)

Summary of Restructurlng Alternatives

8T WOLFENSOHN Page 10
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License Acquisition Cost Comparablea
(Numbers in millions, except per POP)

Fln,,'.N8·blo~k Bid 19~O

Totll's POPs
Avg Co.t!

POP

'"c:
r<
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&
(D
J

to
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...
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&p"nl Spec"001 $2,110.1 '44.9 $\4.56
AT&TWI,eless 1,664.4 101.1 15.73
PCS PJimeCo, LP 1.107.2 67.2 19.38
Pac/Jlc Telesis 695.7 31.0 2.2.41
GTE Mac,o Commllnlcalloo$ 398.3 1U 20.51

~ntCommunlcatlOrt 347.6 26.4 13.16
er can lSoiti6re TeleCOQU1lunlcatlol)s 280.9 26.6 10.91

Cox EO(ltrplfe. 25t.9 19.1 13.16
Am8AtSGh WI,el&Ss Communication 169.1 8.0 19.85

Wesiem peS Corporation 144.2 13.7 '0.51--
Powedel pes Par1nef9 124.4 9.0 13.86
Amerlclll\ f'en,onal Communlcallofl9 102.3 7.8 13.16
Phl111eCo. tp 85.0 8.9 9.52
Bel/SoUlb Pefsonal communlcallonll 82.1 11.4 7.16
SoulhweslernBell MobIle S~t&ms 7~.5 6.6 11.f f
Cenlennla16911ular COIp &4.1 3.6 15.09
Poka lambro Telepl'lon& Coop 5.8 2.0 2.84
c()X Cable CommunlcallonL .. _ 5.1 1.7 3.08
GCICOmmunlcBlJOo.------- U . 0.6 300
CommunlcaUon.lnltmalona' 0.2 0.05 4.65
Soulh S81\8 Sallll/lfe Comm. 0.2 0.05 4.57
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